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Course Description

Housing, unlike other goods, has its unique characteristics in terms of heterogeneity, durability, spatial
fixity, and high purchase price relative to income. These suggest that conventional economic concepts
need to be readdressed in order to analyze the microeconomic issues of housing. Besides, a significant
number of households own residential properties by borrowing mortgages. A substantial collapse in
housing prices might lead to negative equity for those households, and reduce their consumption and
investment thereafter. Therefore, the macroeconomic implication of housing market dynamics cannot
be overstated. The US subprime mortgage crisis during 2007—09 suggests that a sharp downturn in the
housing market can cause negative spillovers to the aggregate economy. The first part of this course
focuses on microeconomic issues like housing demand and supply analysis, models of housing market,
rationales and effects of government’s housing policies. The second part emphasizes the
macroeconomic issues such as the stylized facts on housing market dynamics, causes of housing market
fluctuations, and housing market spillovers. Applications to the subprime mortgage crisis of 2007-2009
and housing markets in Hong Kong and China will also be addressed. The objective of this course is to
develop analytical frameworks by which students can address both the microeconomic and
macroeconomic issues of housing.

Prerequisites

You must have taken basic and intermediate microeconomics (ECON 2103/2113 and 3014/3113), basic
macroeconomics (ECON 2123/3123), and introductory econometrics (ECON 3334) successfully in order
to enroll in this course.
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Course Intended Learning Outcomes (CILOs)

Upon successful completion of this course, students will be able to:

1. Apply the microeconomic concepts and models to conduct supply and demand analysis of housing
markets (PILO 4.2).

2. Understand the economic rationales and effects of public policies on housing (PILO 1).

3. Apply the macroeconomic concepts and models to analyze the dynamics and spillovers of the
housing market (PILO 4.2, 6.2).

4. Use the relevant quantitative tools to carry out the empirical analysis of housing markets (PILO 4.2,
7).

5. Formulate and conduct a secondary research project related to housing market issues (PILO 4.2, 7).

6. Communicate effectively in oral and written English (PILO 2).

Teaching Approach

This course is primarily delivered through lectures, in-class discussions, and a group project.

Teaching & Learning Activities Roles in the Course Course Learning
Outcomes Addressed
Lectures Explain key concepts and models to 1,2,3,4
students.
In-class discussions Learn to develop critical thinking in 1,3,6
analyzing economic questions.
Group Project Learn to identify economic questions, 1,3,4,5,6
conduct economic research, and present
research findings.

Assessment Scheme

This course will be graded based on:

e Proposal of term paper (group): 10%
e Term paper (group): 25%
e Presentation of term paper (group): 10%

e In-class analysis of a case study (group): 10%
e Final exam (individual): 45%

Please form a group of 3 members for doing the group work described above. The actual group size will
depend on the actual enrollment. Please submit your group information (names and student numbers)
to TA by email no later than Sep 15 (the last add/drop period). To prevent free-rider problem, we will

use peer evaluation to assess individual contribution to the group.

The term paper in this course will be used to assess your performance on ECON 4670 (Economics
Research and Communications) provided that you have not taken ECON 4670 before.

A case study with questions will be given to you in advance for preparing the answers. You will share
your thoughts in the class. The assessment will be based on your performance in presenting your
answers.




Term Paper

Content Requirements:

e Identify a topic related to one of the themes described below.

e State the hypotheses or research questions being addressed

e Formulate the procedures or methodologies in addressing the hypotheses or questions
e Collection, compilation, and analysis of data and information

e Reporting of the findings

Themes:

e Demand analysis of housing market in a specific city, region, or country

e Supply analysis of housing market in a specific city, region, or country

e Analysis of the effectiveness of public policies in housing markets

e Analysis of potential housing market bubbles in a specific city, region, or country
e Cross-country analysis of housing market bubbles

e Analysis of the causes and consequences of housing market crisis

e Cross-country comparative study of housing market boom and bust cycles

e Analysis of the spillovers from the housing market to the aggregate economy

e Analysis of housing market dynamics related to housing investment or prices

Format Requirements:

e Word document

e A cover page with title and group information (group number, student names and numbers).

e The structure should include an introduction (or executive summary), main body, conclusion,
and a list of references.

e No more than 15 A4-size pages (including the cover page, tables, and charts) with font size of 11
or 12 and double spacing.

Submission of Proposal (10%):

e Please submit a proposal of your term paper in hard copy to TA any dates up to 6pm of Oct 15.

Any late submission after Oct 15 will result in Zero mark. Note that the earlier you submit the
proposal, the earlier you can start working on the term paper.
e The formats of the proposal are as follows:
= No more than 5 A4-size pages (including the cover page, tables and charts if any) with
font size of 11 or 12 and double spacing.
= The content of the proposal is expected to include the title of your project, the
objectives of your project, the hypotheses or research questions being addressed, the
proposed procedures/methodologies in addressing the hypotheses/questions, brief
description of datasets or other information that will be used for analysis.

Submission of Term Paper (25%):



e Please submit your term paper in hard copy to the collection box (6th floor of LSK, outside
ECON dept. office) no later than 6pm on Dec 1. Any late submission will result in Zero mark.

Presentation of Term Paper (10%):

e You also need to make a presentation in the class on Nov 30. Each group will have 15-20
minutes (to be confirmed later) for the presentation.
e Please email your presentation slides to TA no later than noon on Nov 30.

Course Outline

1. Housing Demand, Supply, and Equilibrium Analysis
e Housing as a standard commodity
e Housing as a heterogeneous commodity
= Application: Modeling Hong Kong residential property prices
e Housing in a spatial context
2. Role of Government in the Housing Market
e Rationales for housing policies
e Policies for equity and efficiency
e Effects of housing policies
3. Housing and the Macroeconomy
e National models of housing and mortgage markets
e Stylized facts on housing market dynamics
4. Housing Market Fluctuations and Spillovers
e Determinants of housing market booms and busts
e Sources and consequences of housing market fluctuations
e Business cycle models with housing market
5. Hong Kong and China Housing Markets
e Current issues in Hong Kong housing market
e Currentissues in China housing market
6. Subprime Mortgage Crisis and Financial Crisis of 2007-2009

e Causesand consequences

Note: This is a tentative course outline. The instructor may adjust the order or compress/expand the
topics while ensuring the course objectives being achieved.

Learning Resources

There is no required textbook for this course. Instead, we rely on lecture notes (downloadable from the
course website) for teaching. The original references of the lecture notes and other supplementary
readings are also available from the course website.

The content of the course draws on various sources, including books, academic articles, and policy
papers. Please refer to the following list for your reference. Those references marked with an asterisk
are used heavily in preparing the lecture notes.
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Academic Policy

Dishonesty or plagiarism will not be tolerated. Any student violating HKUST Academic Integrity and
Honor Code (http://www.ust.hk/vpaao/integrity) will be subjected to disciplinary procedure. Any
student observed cheating on exams, or plagiarizing material, will receive an “X” for the course, to show
that the grade resulted from cheating. This X grade stays with your record until graduation. If you cheat
again and “earn” another X grade, you will be dismissed from the University.
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